P~
71

TIEESER 09

HISTORIC
FRANKLIN
TENNESSEE

February 4, 2011

TO: City of Franklin Board of Mayor and Alderman
FROM: Eric Stuckey, City Administrator

Mark Hilty, Water Management Director

Clay Matthews, Interim Assistant City Recorder

SUBJECT: Royal Oaks Apartments, Leak Adjustment Process and Information

Purpose
The purpose of this memorandum is to provide information to the Board of Mayor and Aldermen (BOMA) in

response to a leak adjustment request from the owners of the Royal Oaks Apartments and to questions
concerning the City of Franklin’s current leak adjustment policy and related practices.

Background
The City of Franklin has a policy and procedure in place to reduce a customer’s utility charges in the event of a

documented water leak in their water system. Representatives of Royal Oaks Apartments have requested a
change or exception to the established policy. The customer experienced a major leak on their property and is
eligible to have their bill reduced for the months of December, 2010 and January 2011. Royal Oaks has denied
the leak adjustment to be executed to date as their representative disagrees with the City’s policy and
procedure. The customer has voiced their concern to the BOMA for their consideration.

The Board had a number of questions in follow-up to the customer’s request. Responses to those questions, as
well as supporting documents are provided.

Financial Impact
During calendar year 2010, the City of Franklin absorbed an average of $4,901.00 per month in leak adjustments

for a total annual amount of $58,812.00. Based on the current policy, Royal Oaks is eligible for an adjustment of
$4,896.95 to be absorbed by the City. The customer has requested they receive a larger adjustment by waiving
all additional sewer charges related to their leak. The financial impact of this request would require the City of
Franklin to absorb $7,073.17.

Recommendation
Staff recommends the current leak adjustment policy and practice remain in effect with no revisions.

Enclosures
1) Questions and Responses
2) Royal Oaks Apartment Adjustment Comparison
3) Water Usage Variability Data



Royal Oaks Apartments
COF Leak Adjustment Policy and Practice
Questions and Responses

Question:
What was the average bill for December for the past 4 or 5 years?

Response:
221,800 Gallons for December 2005-2009, 5 year average.

Question:
What is the City’s cost of water delivered to Royal Oaks Apartments?

Response:
Based on FY 2009 and 2010 water treatment and distribution expenditures versus water sold, the cost
of water is approximately $4.41/1000 gallons.

The cost of service (COS) analysis provided the cost of water inclusive of all anticipated expenditures
including rate funded capital projects. In considering the analysis as it relates to the cost above, it is
important to remember that COS is not a linear average but is broken down into a customer charge and
user rate.

The cost of service, based on a residential application (approximately 7,000 gallons/month average
consumption) is a customer charge (includes 1,000 gal) of $10.71 with an average flat rate of $4.23 per
thousand gallons. The average rate for a 7,000 gallon customer is $5.15/1000 gallons. The cost of
service, based on a commercial application (approximately 24,000 gallons/month average consumption)
is a customer charge (includes 1,000 gal) of $14.46 with an average flat rate of $4.20 per thousand
gallons. The average rate for a 24,000 gallon customer is $4.63/1000 gallons.

Question:
How does the adjustment requested by Royal Oaks Apartments translate to dollars when the sewer
portion is forgiven?

Response:

Based on the current policy, Royal Oaks is eligible for an adjustment of $4,896.95 to be absorbed by the
City. The customer has requested they receive a larger adjustment by waiving all additional sewer
charges related to their leak. The financial impact of this request would require the City of Franklin to
absorb $7,073.17.

Question:
What is the arithmetic on what the customer is asking versus what our current policy and practice?

Answer:
See attached “Royal Oaks Apartment Adjustment Comparison”.

Question: .
The first bill adjustment was said to be $910.67 of a $4,000.00 bill?



Answer:
The customer has refused our adjustment to date. See attached “Royal Oaks Apartment Adjustment
Comparison”.

Question:
What are the thresholds or limits used that would trigger the City to call the customer about high usage.

Answer:

The high usage limit is set at 250% above the average usage. | study was performed during October
2008 to determine the normal variability in customer usage. Based on the results of the study, this limit
was established.

With the "High Usage" notification limit set at >200%, 9.2% or 1,577 customers would be notified that
month. With the notification limit set at >300%, 5.7% or 977 customers would be notified that month.

High usage notifications are sent out as a written notice due to the volume of work required.
Representatives regularly discuss usage with the customers, however, written notices are our protocol.

Please see the attached “Water Usage Variation” Chart
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